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(f) Prompt payment for commercial pur-
chase payments. The provisions of sub-
part 32.9, Prompt Payment, apply to 
contract financing and invoice pay-
ments for commercial purchases in the 
same manner they apply to non-com-
mercial purchases. The contracting of-
ficer is responsible for including in the 
contract all the information necessary 
to implement prompt payment. In par-
ticular, contracting officers must be 
careful to clearly differentiate in the 
contract between contract financing 
and invoice payments and between 
items having different prompt payment 
times. 

(g) Installment payment financing for 
commercial items. Contracting officers 
may insert the clause at 52.232–30, In-
stallment Payments for Commercial 
Items, in solicitations and contracts in 
lieu of constructing a specific clause in 
accordance with paragraphs (b) 
through (e) of this section, if the con-
tract action qualifies under the criteria 
at 32.202–1(b) and installment payments 
for the item are either customary or 
are authorized in accordance with 
agency procedures. 

(1) Description. Installment payment 
financing is payment by the Govern-
ment to a contractor of a fixed number 
of equal interim financing payments 
prior to delivery and acceptance of a 
contract item. The installment pay-
ment arrangement is designed to re-
duce administrative costs. However, if 
a contract will have a large number of 
deliveries, the administrative costs 
may increase to the point where in-
stallment payments are not in the best 
interests of the Government. 

(2) Authorized types of installment pay-
ment financing and rates. Installment 
payments may be made using the 
clause at 52.232–30, Installment Pay-
ments for Commercial Items, either at 
the 70 percent financing rate cited in 
the clause or at a lower rate in accord-
ance with agency procedures. 

(3) Calculating the amount of install-
ment financing payments. The con-
tracting officer shall identify in the 
contract schedule those items for 
which installment payment financing 
is authorized. Monthly installment 
payment amounts are to be calculated 
by the contractor pursuant to the in-
structions in the contract clause only 

for items authorized to receive install-
ment payment financing. 

(4) Liquidating installment payments. If 
installment payments have been made 
for an item, the amount paid to the 
contractor upon acceptance of the item 
by the Government shall be reduced by 
the amount of installment payments 
made for the item. The contractor’s re-
quest for final payment for each item 
is required to show this calculation. 

32.207 Administration and payment of 
commercial financing payments. 

(a) Responsibility. The contracting of-
ficer responsible for administration of 
the contract shall be responsible for re-
view and approval of contract financ-
ing requests. 

(b) Approval of financing requests. Un-
less otherwise provided in agency regu-
lations, or by agreement with the ap-
propriate payment official— 

(1) The contracting officer shall be 
responsible for receiving, approving, 
and transmitting all contract financing 
requests to the appropriate payment 
office; and 

(2) Each approval shall specify the 
amount to be paid, necessary contrac-
tual information, and the account(s) 
(see 32.206(d)) to be charged for the pay-
ment. 

(c) Management of security. After con-
tract award, the contracting officer re-
sponsible for approving requests for fi-
nancing payments shall be responsible 
for determining that the security con-
tinues to be adequate. If the contrac-
tor’s financial condition is the Govern-
ment’s security, this contracting offi-
cer is also responsible for monitoring 
the contractor’s financial condition. 

Subpart 32.3—Loan Guarantees 
for Defense Production 

32.300 Scope of subpart. 

This subpart prescribes policies and 
procedures for designated agencies’ 
guarantees of loans made by private fi-
nancial institutions to borrowers per-
forming contracts related to national 
defense (see 30.102). 

32.301 Definitions. 

As used in this subpart— 
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Borrower means a contractor, subcon-
tractor (at any tier), or other supplier 
who receives a guaranteed loan. 

Federal Reserve Board means the 
Board of Governors of the Federal Re-
serve System. 

Guaranteed loan or V loan means a 
loan, revolving credit fund, or other fi-
nancial arrangement made pursuant to 
Regulation V of the Federal Reserve 
Board, under which the guaranteeing 
agency is obligated, on demand of the 
lender, to purchase a stated percentage 
of the loan and to share any losses in 
the amount of the guaranteed percent-
age. 

Guaranteeing agency means any agen-
cy that the President has authorized to 
guarantee loans, through Federal Re-
serve Banks, for expediting national 
defense production. 

[48 FR 42328, Sept. 19, 1983, as amended at 66 
FR 2132, Jan. 10, 2001] 

32.302 Authority. 
Congress has authorized Federal Re-

serve Banks to act, on behalf of guar-
anteeing agencies, as fiscal agents of 
the United States in the making of 
loan guarantees for defense production 
(Section 301, Defense Production Act of 
1950 (50 U.S.C. App. 2091)). By Executive 
Order 10480, August 14, 1953 (3 CFR 1949– 
53), as amended, the President has des-
ignated the following agencies as guar-
anteeing agencies: 

(a) Department of Defense. 
(b) Department of Energy. 
(c) Department of Commerce. 
(d) Department of the Interior. 
(e) Department of Agriculture. 
(f) General Services Administration. 
(g) National Aeronautics and Space 

Administration. 

32.303 General. 
(a) Section 301 of the Defense Produc-

tion Act authorizes loan guarantees for 
contract performance or other oper-
ations related to national defense, sub-
ject to amounts annually authorized by 
Congress on the maximum obligation 
of any guaranteeing agency under any 
loan, discount, advance, or commit-
ment in connection therewith, entered 
into under section 301. (See 50 U.S.C. 
App. 2091 for statutory limitations and 
exceptions concerning the authoriza-
tion of loan guarantee amounts and the 

use of loan guarantees for the preven-
tion of insolvency or bankruptcy.) 

(b) The guarantee shall be for less 
than 100 percent of the loan unless the 
agency determines that— 

(1) The circumstances are excep-
tional; 

(2) The operations of the contractor 
are vital to the national defense; and 

(3) No other suitable means of financ-
ing are available. 

(c) Loan guarantees are not issued to 
other agencies of the Government. 

(d) Guaranteed loans are essentially 
the same as conventional loans made 
by private financial institutions, ex-
cept that the guaranteeing agency is 
obligated, on demand of the lender, to 
purchase a stated percentage of the 
loan and to share any losses in the 
amount of the guaranteed percentage. 
It is the responsibility of the private fi-
nancial institution to disburse and col-
lect funds and to administer the loan. 
Under Regulation V of the Federal Re-
serve Board (12 CFR 245), any private 
financing institution may submit an 
application to the Federal Reserve 
Bank of its district for guarantee of a 
loan or credit. 

(e) Federal Reserve Banks will make 
the loan guarantee agreements on be-
half of the guaranteeing agencies. 

(f) Under Section 302(c) of Executive 
Order 10480, August 14, 1953 (3 CFR 1949– 
53), as amended, all actions and oper-
ations of Federal Reserve Banks, as fis-
cal agents, are subject to the super-
vision of the Federal Reserve Board. 
The Federal Reserve Board is author-
ized to prescribe the following, after 
consultation with the heads of guaran-
teeing agencies: 

(1) Regulations governing the actions 
and operations of fiscal agents. 

(2) Rates of interest, guarantee and 
commitment fees, and other charges 
that may be made for loans, discounts, 
advances, or commitments guaranteed 
by the guaranteeing agencies through 
the Federal Reserve Banks. These pre-
scriptions may be in the form of spe-
cific rates or limits, or in other forms. 

(3) Uniform forms and procedures to 
be used in connection with the guaran-
tees. 

(g) The guaranteeing agency is re-
sponsible for certifying eligibility for 
the guarantee and fixing the maximum 
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